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USOECD 

USEEC 

E.O. 11652: N/A 
TAGS: OECD, ECON.EI 

SUBJECT: ECONOMIC AND DEVELOPMENT REVIEW COMMITTEE 
(EDRC): REVIEW OF IRELAND, APRIL 18 

REP: (A) EDR(78)9; (B) PARIS 12136 

1. SUMMARY: IRISH DELEGATION, HEADED BY CURRAN OF 
FINANCE AND CLARKE OF PLANNING AND DEVELOPMENT, EMPLOYED 
A STRONG DOSE OF IRISH DETERMINATION AND COMMITMENT TO 
COUNTER AN EQUALLY STRONG OUTBREAK OF EDRC SKEPTICISM 
THAT IRELAND'S MEDIUM-TERM PROGRAM IS ACHIEVABLE, 
ESPECIALLY WITH THE POLICY INSTRUMENTS AVAILABLE TO THE 
GOVERNMENT AND THE LACK OF A STRONG SOCIAL CONSENSUS 
TO HOLD DOWN WAGE SETTLEMENTS. SINCE NEW GOVERNMENT 
STILL IN EARLY STAGES OF DEVELOPING ITS MEDIUM-TERM 
STRATEGY, IRISH DELEGATION COULD NOT FULLY ELABORATE 
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HOW OBJECTIVES WOULD BE ACHIEVED, BUT WAS ANXIOUS THAT 
OECD SURVEY NOT BE TOO CRITICAL NOR ENDANGER EVOLUTION 
OF SOCIAL CONSENSUS. COMMITTEE AGREED TO SOFTEN SOME 
RECOMMENDATIONS AND NOT EXAGGERATE POTENTIAL HAZARDS 
OF FAST GROWTH, BUT WARNED THAT IRISH WOULD NEED MORE 
THAN CAREFUL MONITORING TO STAY ON FAST TRACK. 

END SUMMARY 
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2' GENERAL APPROACH OF IRISH DELEGATION: IN REACTION 
TO THE SECRETARIAT'S ADMONITION CAUTIONING THAT IRISH 
1977-1980 ECONOMIC PROGRAM WAS HIGHLY AMBITIOUS, THE 
IRISH DELEGATION EXPRESSED OPTIMISM AND DETERMINATION 
ARGUING THAT A BOLD APPROACH WAS NEEDED TO OVERCOME THE 
SERIOUS UNEMPLOYMENT PROBLEM WHICH THREATENED THE SOCIAL 
FABRIC OF THE NATION. DELEGATION, ESPECIALLY CLARKE, 
OUTLINED THE PROCESS FROM WHITE PAPER TO GREEN PAPER TO 
THE NATIONAL PLAN DURING WHICH THE GOVERNMENT HOPES TO 
CONSTRUCT THE SOCIAL CONSENSUS NECESSARY TO MAKE POSSI- 
BLE ACHIEVEMENT OF THE HIGHLY AMBITIOUS PLAN, EVEN WITH 
WEAK INTERNATIONAL GROWTH. THEY URGED THE COMMITTEE NOT 
TO PUBLISH A REPORT WHICH WOULD THROW COLD WATER ON THE 
PROGRAM AND MAKE IT EVEN MORE DIFFICULT FOR THE GOVERN- 
MENT TO OBTAIN THE NECESSARY SOCIAL CONSENSUS. THE 
DELEGATION ASSURED THE COMMITTEE THE GOVERNMENT WAS 
AWARE OF THE INFLATION AND BALANCE OF PAYMENTS DANGERS 
AND POTENTIAL CONSTRAINTS, BUT SAID THAT FAST GROWTH WAS 
ESSENTIAL TO OBTAIN UNION AGREEMENT TO WAGE RESTRAINT, 
WHICH IN TURN WAS ESSENTIAL TO BRINGING DOWN THE INFLA- 
TION RATE AND MAINTAINING THE COMPETITIVENESS OF IRISH 
PRODUCTS. THE DELEGATION DREW TO THE ATTENTION OF THE 
COMMITTEE THE PAIN UNDERGONE BY THE IRISH ECONOMY AS A 
RESULT OF IRELAND'S CONSCIENCE POLICY TO OPEN ITSELF UP 
TO INTERNATIONAL COMPETITION, A DECISION WHICH CAUSED 
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AN EMPLOYMENT HEMORRHAGE, BUT HAS CONTRIBUTED TO A SUB- 
STANTIAL INCREASE IN THE STANDARD OF LIVING. THE ONGO- 
ING STRUCTURAL ADJUSTMENT INCLUDING THE ATTRACTION OF 
HIGH PRODUCTIVITY INDUSTRY IS AN ESSENTIAL PART OF 
ADJUSTING TO THE RIGORS OF INTERNATIONAL COMPETITION, 

IRISH AUTHORITIES BELIEVE. 

3. DOMESTIC ECONOMY: THE IRISH DELEGATION ARGUED THAT 

1977 AND 1978 WILL PROVIDE A CONSTRUCTIVE BSIS FOR 
LAUNCHING THE MEDIUM-TERM STRATEGY. SPECIFICALLY, THE 

1978 NATIONAL PAY AGREEMENT IS FELT TO BE BROADLY IN 
LINE WITH THE GOVERNMENT PROGRAM, PROVIDED BASIS FOR A 
REDUCTION IN INFLATION IN 1978, WHICH IN TURN WOULD ALLOW 
EVEN MORE MODERATE PAY AGREEMENTS IN THE FUTURE. TAX 
ADJUSTMENTS IN 1978 ALSO INTENDED TO HELP BOOST PROFIT- 
ABILITY. IRISH DELEGATION ARGUED THAT NUMEROUS INTER- 
NATIONAL LINKAGES OF IRISH FIRMS GUARANTEE SUFFICIENT 
INVESTMENT FUNDS EVEN IF THE GOVERNMENT RUNS A LARGE 
DEFICIT. ON EMPLOYMENT, THE DELEGATION AGREED IRISH 
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STATISTICS WERE PARTICULARLY WEAK. THEY ESTIMATED UNEM- 
PLOYMENT PRESENTLY AT 2-3 PERCENTAGE POINTS ABOVE THE 
OFEICIAL UNEMPLOYMENT RATE (9.5 PERCENT), AND BROKE DOWN 
THE SUPPLY AND DEMAND EOR LABOR IN THE PROJECTIONS TO 
1980 AS FOLLOWS: NEW JOB CREATION TO PROVIDE 13,000 JOBS 
IN INDUSTRY PER YEAR, 7,000 JOBS IN SERVICES PER YEAR 
AND 20,000 IN THE PUBLIC SECTOR IN 1978, THEN 4,000 PER 
YEAR AFTERWARDS. ON THE SUPPLY SIDE, IT IS ESTIMATED 
THAT THE LABOR EORCE GROWS BY 9,000 PER YEAR, WHICH IS 
SUBJECT TO UPWARD ADJUSTMENT (TO PERHAPS 1 1,000) SHOULD 
THE PARTICIPATION RATE INCREASE, PLUS 5,000 REDUNDANCIES 
PER YEAR. IRISH AUTHORITIES BELIEVE THAT THEIR PLAN 
WILL ABSORB 16,000 OF THE CURRENTLY UNEMPLOYED PER YEAR 
THROUGH 1980. 

4. EXTERNAL SECTOR: THE IRISH DELEGATION STATED THAT 
THE BALANCE OF PAYMENTS DEFICIT WAS NOT A CONSTRAINT TO 
PRESENT POLICY-MAKING, ALTHOUGH THE POSSIBILITY EXISTED 
FOR THE FUTURE. UNUSUALLY HIGH EOREIGN EXCHANGE RESERVES 
LIMITED OFFICIAL USE 
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AND EXPECTED RESOURCES FROM THE EC MAKE POSSIBLE SUPPORT- 
ING LARGER-THAN-USUAL DEEICITS EOR SOME PERIOD. IRISH 
AUTHORITIES FRET. EOR THE PRESENT THAT THE ONE-TO-ONE 
EXCHANGE RATE LINK WITH THE POUND STERLING IS ADVANTAGE- 
OUS TO IRELAND, BUT THAT LINKAGE IS UNDER CONSTANT REVIEW. 
IRISH DELEGATION STATED THAT IRISH BUSINESS DID NOT SEE 
PRICE COMPETITIVENESS AS A PRESENT PROBLEM, BUT FELT A 
NEED FOR MORE EFFECTIVE MARKETING EFFORT. 

3. ECONOMIC POLICY: SEVERAL DELEGATES ASKED WHY THE 
1978 BUDGET WAS SO EXTREME WHEN THINGS SEEMED TO BE GOING 
REASONABLY WELL IN 1977. IRISH DELEGATION REPLIED THAT 
THINGS WERE NOT GOING AT ALL WELL, THAT UNEMPLOYMENT WAS 
AT TOTALLY UNACCEPTABLE LEVELS. THE 1978 BUDGET WAS 
DESIGNED TO KICK OEF A MEDIUM-TERM PROGRAM AND WAS, 
THEREFORE, TO PROVIDE A STIMULUS WHICH OBVIOUSLY COULD 
NOT BE SUSTAINED IN THE LONGER TERM. THEY, THEREFORE, 

AGREED WITH THE SECRETARIAT THAT GOVERNMENT FINANCING 
NEEDS MUST DECREASE OVER THE PERIOD TO 1980 AS PRIVATE 
SECTOR TOOK OVER IN STIMULATING GROWTH. THEY DID NOT 
ACCEPT SECRETARIAT RECOMMENDATION THAT A REDUCTION IN THE 
RATE OF GROWTH OF CONSUMPTION WOULD BE USEFUL. IN FACT, 
IRISH DELEGATION EELT THIS RECOMMENDATION TAKEN WITH 
SECRETARIAT'S OBSERVATION THAT CREDIT WOULD BE SCARCE IN 
NEAR FUTURE WOULD SOUND THE DEATH KNELL EOR GOVERNMENT 
ATTEMPTS TO STIMULATE THE PRIVATE ECONOMY. CENTRAL BANK 
REP TOLD THE COMMITTEE THAT MONETARY AGGREGATES WERE 
BEHAVING APPROPRIATELY AND THAT IN ANY CASE, ATTENTION 
TO AGGREGATES WAS A LUXURY TO A SMALL, OPEN ECONOMY WHICH 
INSTEAD HAD TO BE CONCERNED WITH LEVEL OF INTERNATIONAL 
RESERVES AND THE ADEQUACY OF DOMESTIC CREDIT. ON INDUS- 
TRIAL POLICY, THE IRISH SAID THAT GOVERNMENT HAS FOR 
SOME TIME BEEN DOING EVERYTHING FEASIBLE TO ASSIST TRA- 
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DITIONAL INDUSTRIES AND THAT THE MAJOR PROBLEMS WERE WITH 
INEEFICIENT FIRMS NOT ENTIRE SECTORS. THEY EELT THE 
SECRETARIAT'S RECOMMENDATION FOR INCREASED SUPPORT TO 
TRADITIONAL INDUSTRIES INAPPROPRIATE AND POTENTIALLY 
HARMFUL AS IT WOULD RAISE PRESSURE IN IRELAND TO SHORE 
FAILING FIRMS. THE IRISH DELEGATION REJECTED SECRE- 
TARIAT'S CONTENTION THAT THE "NEW " INDUSTRIES WERE EXCES- 
SIVELY CAPITAL-INTENSIVE AND SAID, IN ANY CASE, IRELAND 
REQUIRED TO ACCEPT WHATEVER INVESTMENT IT COULD GET AND 
SHOULD NOT QUARREL ABOUT TECHNOLOGY INVOLVED. 

6. CONCLUSIONS: THE COMMITTEE WAS STRUCK BY THE DEDI- 
CATION OF THE IRISH DELEGATION TO THE LONG-RUN STRUGGLE 
TO IMPROVE THE EMPLOYMENT SITUATION. IT WAS FELT THAT 
CONCERTED ACTION ON GROWTH, PARTICULARLY THE EC, WOULD 
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BE AN ESSENTIAL FACTOR EOR IRELAND TO REACH HER OBIEC- 
TIVES. EDRC, HOWEVER, WAS DOUBTFUL THAT NECESSARY SOCIAL 
CONSENSUS AND POLICY INSTRUMENTS WERE IN PLACE TO UNDER- 
TAKE SUCH AN AMBITIOUS MEDIUM-TERM PROGRAM. IRISH DELE- 
GATION INSISTED THAT OECD SURVEY MUST BE CONSTRUCTIVE AND 
NOT INCLUDE WARNINGS AND RECOMMENDATIONS THAT WOULD 
ENDANGER POLITICAL ACCEPTANCE OE THE ECONOMIC PROGRAM. 
COMMITTEE AGREED TO SOETEN SOME OE THE WARNINGS AND 
RECOMMENDATIONS, BUT FELT BASIC MESSAGE SHOULD REMAIN, 
NAMELY THAT OBIECTIVES ARE AMBITIOUS PARTICULARLY GIVEN 
CONCERN OVER ADEQUACY OE POLICY INSTRUMENTS. 

SAT . 7 , MAN 
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